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Tbc Comptroller General 
ofthe Untted strter 
WuLLnlcoa, D.C. 20648 

Decision 
Matter of: Bell Industries, Inc. 

Pile: B-2 3 3029 

Date : January 25, 1989 

DIGEST 

1 .  Protest that agency improperly rejected protester's 
proposal is denied where the record does not demonstrate 
that the agency unreasonably concluded that the protester's 
proposal was unreasonably priced. In any event, the agency 
could properly resolicit the requirement based on the 
anticipation of lower prices and increased competition. 

2.  Protest that agency failed to provide written notice 
that discussions had ended and that agency improperly 
advised potential competitor of protester's price is 
dismissed as untimely where the issues were raised more than 
10 days after protester learned of the protest bases. 
Moreover, protester was not prejudiced thereby. 

DECISION 

Bell Industries, Inc. protests the rejection as unreasonably 
priced of the offer it submitted in response to Naval 
Systems Supply Command request for proposals (RFP) 
No. N00383-87-R-0558, and the Navy's subsequent decision to 
resolicit the requirement. Bell also requests reimbursement 
of the costs it incurred in submitting the protest. 

We deny the protest and the claim for costs. 

On October 23, 1987, the Navy issued the RFP for the 
purchase of digital microcircuits, Litton Systems, Inc., 
part number 9 7 1 1 2 4 . 2 1 1 ,  to Bell.l/ On November 2 ,  Bell 

1 /  Because the government lacks adequate data concerning 
Fhe part, the acquisition was limited to Litton and its 
approved sources. The RFP was initially issued to three 
offerors other than Bell, none of which was interested in 
submitting an offer. Durinq this process the Navy learned 
that Bell was an approved source and was interested in 
submitting an offer. 



submi t ted  i t s  o f f e r ,  i n d i c a t i n g  t h a t  it was a d e a l e r ,  not  a 
manufacturer ,  and t h a t  T r a n s i s t o r  S p e c i a l t y s ,  I n c . ,  ( T S I ) ,  
would m a n u f a c t u r e  t h e  m i c r o c i r c u i t s .  Subsequently,  i n  
response t o  t h e  Navy's r eques t ,  B e l l  submit ted Standard Form 
(SF) 1 4 1 1 ,  Cont rac t  P r i c i n g  Proposal  cover s h e e t  and 
suppor t ing  documentation. T S I  a l s o  submit ted a n  SF 1 4 1  1 .  
T h e s e  forms were forwarded t o  t h e  Defense Cont rac t  
Adminis t ra t ion  Se rv ices  Management Area (DCASMA) with a 
r e q u e s t  f o r  a c o s t / p r i c e  a n a l y s i s  of Bell's proposal .  

I n  i t s  r ep ly  t o  t h e  r eques t  f o r  a c o s t  a n a l y s i s  of B e l l ' s  
p roposa l ,  DCASMA g e n e r a l l y  concluded t h a t  B e l l ' s  proposed 
g e n e r a l  and a d m i n i s t r a t i v e  ( G & A )  ra te  was t o o  h igh  and w a s  
improperly app l i ed  by B e l l  i n  c a l c u l a t i n g  i t s  proposed 
p r i c e .  DCASMA a l s o  noted t h a t  B e l l ' s  e f f o r t  w a s  e s s e n t i a l l y  
t o  package t h e  i t e m  procured from T S I  and t h a t  B e l l  d i d  n o t  
add any a d d i t i o n a l  work o r  va lue  t o  t h e  u n i t s .  DCASMA 
recommended t h a t  t h e  Navy's a t tempt  t o  n e g o t i a t e  a p r i c e  
with B e l l  which was lower t h a n  t h e  p r i c e  B e l l  o f f e r e d .  
DCASMA f u r t h e r  recommended t h a t  t h e  Navy attempted t o  
purchase t h e  m i c r o c i r c u i t s  d i r e c t l y  from T S I  i n  o r d e r  t o  
save s u b s t a n t i a l  G&A c o s t s .  

The c o n t r a c t i n g  o f f i c e r  concurred with t h e  f i n d i n g s  of 
DCASMA. The c o n t r a c t i n g  o f f i c e r  f u r t h e r  decided t h a t  Bell's 
proposed p r o f i t  was t o o  h igh  i n  l i g h t  of t h e  f a c t  t h a t  
B e l l ' s  primary f u n c t i o n  was packaging and B e l l  t h e r e f o r e  
s u f f e r e d  m i n i m u m  c o s t  r i s k .  Accordingly, t h e  c o n t r a c t i n g  
o f f i c e r  concluded t h a t  t h e  p r i c e  proposed by B e l l  w a s  not 
f a i r  and  reasonable .  Subsequently,  t h e  c o n t r a c t i n g  o f f i c e r  
con tac t ed  T S I  d i r e c t l y  t o  reques t  a n  o f f e r .  However, when 
T S I  i n d i c a t e d  t h a t  it would only s u b m i t  a n  o f f e r  i f  no 
agreement could be reached w i t h  B e l l ,  t h e  c o n t r a c t i n g  
o f f i c e r  a t tempted t o  n e g o t i a t e  a p r i c e  w i t h  B e l l .  Af te r  two 
rounds of fa i led n e g o t i a t i o n s  w i t h  B e l l ,  t h e  c o n t r a c t i n g  
o f f i c e r  requested and received a proposa l  from T S I .  During 
t h i s  t i m e  t h e  Navy a l s o  learned  from L i t t o n  of a t h i r d  
approved source.  The Navy now i n t e n d s  t o  r e s o l i c i t  t h e  
m i c r o c i r c u i t s  on a compet i t ive  b a s i s  from B e l l ,  T S I ,  and t h e  
t h i r d  source. 

On October 3,  1988, Bell p r o t e s t e d  t o  our Of f i ce  t h a t  t h e  
f i n a l  t a r g e t  p r i c e  c i t e d  by t h e  Navy dur ing  d i s c u s s i o n s  was 
i n s u f f i c i e n t  t o  provide  B e l l  wi th  a f a i r  and reasonable  
p r o f i t .  On December 1 ,  i n  t h e  comments it submit ted i n  
response t o  t h e  Navy's p r o t e s t  r e p o r t ,  Be11 f u r t h e r  argued 
t h a t  t h e  Navy f a i l e d  t o  fo l low governing r e g u l a t i o n s  i n  
de te rmining  whether B e l l ' s  o f f e r e d  p r i c e  w a s  reasonable .  
B e l l  a l s o  argued t h a t  t h e  Navy f a i l e d  t o  provide  B e l l  w i t h  
w r i t t e n  n o t i c e  t h a t  d i s c u s s i o n s  had ended and an  oppor tuni ty  
t o  submit a best and f i n a l  o f f e r  ( B A F O ) .  I n  a d d i t i o n ,  B e l l  
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con tended  t h a t  t h e  Navy a c t e d  imprope r ly  by i n d i c a t i n g  
dur ing  d i s c u s s i o n s  t h a t  B e l l  m u s t  meet a cer ta in  p r i c e  t o  
o b t a i n  f u r t h e r  c o n s i d e r a t i o n ,  and a d v i s i n g  TSI of  t h e  s t a tus  
of n e g o t i a t i o n s  w i t h  B e l l .  

Under F e d e r a l  A c q u i s i t i o n  R e g u l a t i o n  (FAR) S 1 5 . 6 0 8 ( b ) ( l ) ,  a 
p r o c u r i n g  agency  may reject  a l l  p r o p o s a l s  r e c e i v e d  i n  
r e s p o n s e  t o  a n  RFP i f  it is de termined  t h a t  a l l  a c c e p t a b l e  
p r o p o s a l s  r e c e i v e d  a r e  a t  un reasonab le  p r i c e s .  The 
d e t e r m i n a t i o n  t h a t  p r i c e s  are unreasonab le  is a m a t t e r  of 
a d m i n i s t r a t i v e  d i s c r e t i o n  which w e  w i l l  n o t  q u e s t i o n  u n l e s s  
i t  is  c l e a r l y  un reasonab le  o r  t h e r e  is a showing of f r a u d  o r  
bad f a i t h  on t h e  p a r t  of c o n t r a c t i n g  o f f i c i a l s .  S h i l o h  
F o r e s t r y ,  B-230582, J u n e  2 1 ,  1988, 88-1 CPD 7 591. Here, 
t h e  c o n t r a c t i n g  o f f i c e r  based h e r  d e c i s i o n  on h e r  own review 
of Bel l ' s  proposed c o s t s ,  as well as t h e  c o s t  a n a l y s i s  
per formed by DCASMA. Our review of  t h e  record  shows t h a t  
a p p l i c a b l e  g u i d e l i n e s  were fo l lowed  i n  d e t e r m i n i n g  whether  
B e l l ' s  proposed c o s t s  were r easonab le .  Thus, f o r  example,  
t h e  c o n t r a c t i n g  o f f i c e r  and DCASMA c o n s i d e r e d  b o t h  B e l l ' s  
e f f o r t  on t h e  c o n t r a c t  as w e l l  as t h e  c o s t  r i s k  t o  B e l l .  
B e l l  s imp ly  a r g u e s  t h e  government ' s  t a r g e t  p r i c e  d e n i e d  B e l l  
t h e  o p p o r t u n i t y  t o  o b t a i n  a r e a s o n a b l e  p r o f i t  and q u e s t i o n s  
whether  t h e  agency fo l lowed a p p l i c a b l e  g u i d e l i n e s  i n  
r ev iewing  B e l l ' s  c o s t s .  B e l l ,  however, h a s  p o i n t e d  t o  no 
s p e c i f i c  d e f i c i e n c y  i n  t h e  c o s t  a n a l y s i s  t o  d e m o n s t r a t e  t h a t  
t h e  c o n t r a c t i n g  o f f i c e r ' s  c o n c l u s i o n  was unreasonable .  
Consequent ly ,  w e  see no b a s i s  t o  c h a l l e n g e  t h e  c o n t r a c t i n g  
o f f i c e r ' s  c o n c l u s i o n .  

I n  any e v e n t ,  under FAR S 1 5 . 6 0 8 ( b ) ( 4 ) ,  t h e  p r o c u r i n g  agency 
may re ject  a l l  p r o p o s a l s  where c a n c e l l a t i o n  of t h e  s o l i c i t a -  
t i o n  is  c l e a r l y  i n  t h e  government ' s  b e s t  in te res t .  P u r s u a n t  
t o  t h i s  r e g u l a t i o n ,  a p r o c u r i n g  agency  may cancel a 
n e g o t i a t e d  procurement  based on t h e  p o t e n t i a l  f o r  i n c r e a s e d  
c o m p e t i t i o n ,  Dohrman Machine P r o d u c t i o n ,  Inc . ,  B-223307, 
Aug. 25, 1986, 86-2 CPD 11 221, o r  c o s t  s a v i n g s .  Gradwell  
Co., Inc . ,  B-230986, J u l y  7,  1988, 88-2 CPD 11 19. Thus, 
once  t h e  Navy l e a r n e d  of t h e  p o s s i b i l i t y  of i n c r e a s e d  
c o m p e t i t i o n  and c o s t  s a v i n g s  t h e  Navy c o u l d  p r o p e r l y  
r e s o l i c i t  t h e  r equ i r emen t  w i t h o u t  r e g a r d  t o  t h e  r easonab le -  
ness o f  B e l l ' s  proposed p r i c e .  

Concerning t h e  issues B e l l  r a i s e d  i n  t h e  comments it 
s u b m i t t e d  on December 1 i n  r e sponse  t o  t h e  Navy's r e p o r t ,  
B e l l ' s  i n i t i a l  p r o t e s t  l e t t e r ,  d a t e d  October  3 ,  i n d i c a t e s  
B e l l  knew by t h a t  d a t e ,  a t  t h e  la tes t ,  t h a t  t h e  Navy had 
conc luded  d i s c u s s i o n s  w i t h  B e l l  w i t h o u t  p r o v i d i n g  w r i t t e n  
n o t i c e  o r  i s s u i n g  a r e q u e s t  f o r  a BAFO. The i n i t i a l  
p r o t e s t  f u r t h e r  d e m o n s t r a t e s  t h a t  B e l l  knew t h e  Navy 
i n t e n d e d  t o  s o l i c i t  a n  o f f e r  from TSI. Consequent ly ,  B e l l ' s  
p r o t e s t  on t h e s e  issues is  un t ime ly .  See Bid P r o t e s t  
R e g u l a t i o n s ,  4 C.F.R. S 2 1 . 2 ( a ) ( 2 )  (19881. I n  any  e v e n t ,  i n  
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view of our conclus ion  t h a t  t h e  Navy p rope r ly  decided t o  
r e s o l i c i t ,  we f a i l  t o  see how B e l l  was pre judiced  by t h e  
Navy's a c t i o n s  dur ing  d i s c u s s i o n s  wi th  t h e  firm. Fur the r ,  
c o n t r a r y  t o  B e l l ' s  unsupported con ten t ion ,  t h e r e  is no 
i n d i c a t i o n  i n  t h e  record t h a t  B e l l ' s  p r i c e  was revealed t o  
T S I .  

Since  we have denied t h e  p r o t e s t ,  B e l l  is not e n t i t l e d  t o  
recover  t h e  c o s t s  it incu r red  i n  submi t t ing  t h e  p r o t e s t .  
Rokach Engineering P.C., B-229680, Feb. 3 ,  1988, 88-1 CPD 
7 108. 

The p r o t e s t  and t h e  reques t  for c o s t s  are denied. 

General  Counsel 
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